




































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































ACTIVITY:
PROGRAM: Business Development and Analysis
AGENCY: Trade and Economic Development, Department of

1992-93 Bicnnial Budget

DECISION ITEM: General Fund Reductions

Dollars in Thousands
F.Y. 1993 F.Y. 1994

F.Y. 1992 F.Y. 1995

AGENCY PLAN:
Expenditures

General Fund
Phase Out Grant to the $ (66) $ (116) $ (166) §  (166)
Minnesota Motion Picture Board

Eliminate Grant to Minnesota (117 (117) (117) 117
Project Innovation

Reduce Business Development (167) 167) (167) (167)
and Analysis Operations '

Total Business Development $ (350) $ (400) $ (400) $ (400)
and Analysis

Revenues
General Fund $ $ $ $

GOVERNOR’S RECOMMENDATION:

itures
General Fund $ (350) $ (400) $  (400) §  (400)

Revenues
General Fund $ $ $ $

Requires statutory change: Yes X No
Statutes Affected:

ITEM SUMMARY:

The Business Development and Analysis Division is continually seeking internal efficiencies to
maintain and enhance client services, while meeting budget constraints.

The division is responsible for several pass-through grant programs to non-profit organizations. The
Minnesota Motion Picture Board has received a state subsidy since 1985. The purpose of the
program is to attract out-of-state film production.

The division also provides matching funds to Minnesota Project Innovation (MPI), a non-profit
corporation designed to provide services to Minnesota businesses seeking federal research grants.

RATIONALE:

The emphasis of the Business Development and Analysis Division should be on promoting Minnesota
businesses and providing information for those businesses to aid in efforts of expansion and job
creation. - " bsidies, such as the Motion Picture Board will take a lower priorities due to budeet
constrait

Minnesota Project Innovation currently receives funding through the Small Business Development
Centers (SBA money) and state money. In addition to the funds it receives from legislative
appropriations, Minncsota Project Innovation receives federal dollars as a Small Business
Development Center (SBDC). The amount of those federal dollars is negotiated each calendar year
with the department in its role as administer of the SBDC program in Minnesota. For calendar year
1991, MPI is scheduled to receive $85,545 as a SBDC. It must match that award dollar-for-dollar,
with half the match in cash.

MPI should continue to receive its SBDC funding and it is recommended that MPI secure additional
funding (including any match) by contracting to sell its services to other SBDCs (there are 29 siies
in Minnesota) and other public and private organizations like the Greater Minnesota Corporation,
Minnesota Project Outreach, or the Minnesota High Technology Corridor.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan. The Governor also recommends that the Greater
Minnesota Corporation (GMC) consider funding for Minnesota Project Innovation.

N
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ACT, Y: 1992-93 Biennial Bud
PROG:..«M: Business Development and Analysis
AGENCY: Trade and Economic Development, Department of

DECISION ITEM: New Initiative to Promote Minnesota’s Business Climate

Dollars in Thousands
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995

AGENCY PLAN:
Expenditures

General Fund $ 250 % 500 $ 500 $ 500
Revenues

General Fund $ 3 $ $

GOVERNOR’S RECOMMENDATION:

Expenditures

General Fund $ 250 $ 500 $ 500 $ 500
Revenues

General Fund $ $ $ $
Requires statutory change: Yes X No

Statutes Affecied:
ITEM SUMMARY:

"Forward Minnesota" will be a public-private partnership program to actively promote and market
Minnesota among in-state and out-of-state companies and to create a positive image of the state,
conductive to economic growth and business opportunity. To fund the public section of the
partnership, $250,000 is requested for F.Y. 1992 and $500,000 is requesied for F.Y. 1993. These
dollars will be leveraged into non-state funds.

RATIONALE:

The State of Minnesota has been subject to intense marketing programs from neighboring states to

" altract movement to or expansion in non-Minnesota locations. Wisconsin has been most notable in
its activities. "Forward Minnesota" will direct a pro-business effort to convince Minnesota-based
companies to expand in Minnesota, and non-Minnesota based companies to locate and grow in
Minnesota.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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PROGRAM: Administration
Agency:

1992-93 Biennial Budget
Trade and Economic Development, Department of

PROGRAM PURPOSE:

Administration provides centralized administrative, t, CC

ications and legislative, executive

branch and federal liaison support to departmental operaung dwuswns by developmg and directing the
implementation of organizational policies, providing management direction, fiscal services, personnel/employee
relations services, departmental publications and markelting materials.

1.

The Commissioner’s Office is responsible for overall department policy and management systems
development in order to ensure that department resources are effectively and efficiently utilized, that
individual and divisional roles and responsibilities for accomplishing departmental mandates are clear and
that accountability, productivity and program effectiveness can be accurately measured.

. The Administrative Services activity provides and coordinates the department’s management support services

through 3 sections: The Fiscal Services Unit, the Office Services Unit and the Personnel Services Office.

8 The Fiscal Services Unit provides the budgeting, accounting, financiai reporting, purchasing, payroll
processing, accounts payable and general accounting functions and ensures compliance with state and
federal laws, rules, policies and guidelines for appropriate use of fiscal resources.

8 The Office Services Unit is responsible for staffing the department’s reception area and responding to
general information inquiries, departmental records management, fixed asset inventory management, mail
processing and distribution, equipment leasing and maintenance, telecommunications order processing,
supplies purchasing and distribution of supplies and space allocation.

B The Personnel Services Office administers the department’s personnel and labor relations program
including recruitment, selection classification, and compensation, benefits administration, labor contract
administration, affirmative action, employee development, health and safety. The office works to
support management’s maximum utilization of the human resources required to fulfill the mission and
achieve the goals of the department.

. The Communications Office coordinates the department’s communications efforts so its many communica-

tion tools have an integrated appearance, which in turn, enhances the department’s identity as a well-
managed and effective deliverer of state programs; increases public awareness of the department’s programs
and activities by producmg high quality and informative publications and producing trade show displays and
audio-visual pr jons; and ates Mi )la’s economic strengths to the state’s residents
through the mass media by writing and disseminating news releases and public service announcements and
by holding news conferences.

PERFORMANCE:

1.

Planned and directed the implementation of a departmental reorganization which consolidated 2 divisions,
reduced the number of managerial plan positions and reduced the department’s complement positions by
7. The reorganization was accomplished with no grievances, and only one permanent layoff from state
service which reduced salary, unemployment and severance costs.

. Introduced the state’s primary economic developmeant publication, Profile Minnesota, in March, 1988, and

more than 110,000 copies have been distributed throughout the state. Its popularity prompted the
communications. office to create a separate, quality publication, Minnesota Living, which was introduced
for the first time in March, 1990. Minnesota Living, with more than 10,000 copies already sold through
an agreement with the Minnesota Bookstore, has been publicly endorsed by the Minnesota Chamber of
Commerce as a "valuable resource for any business, institution or individual who wishes to introduce out-
of-state prospects or employees to the advantages of Minnesota living.” The quality of the Profile
Minnesota and Minnesota Living and many of the office’s other publications has resulted in the
communications office receiving 14 awards from national, international and regional professional

organizations during the past 2 years.

3. Disseminated over 150 news releases annually on new data regarding Minnesota’s business strengths and
on subjects related to the department’s programs and services. The stories are mailed to weeklies, dailies,
radio and TV statewide and releases through the News Wire Central to the Twin Cities media. The
communications office enjoys a record high 82% usage of stories we release.

4. Received delegated authority from the Department of Employee Relations in both the classification and
examining areas resulling in faster turnaround on vacancy filling and reclassification request.

5. Initiated classification studies of professional positions to enable management to recognize the worth of
work performed, recruited candidates with the req skills for restructured positions and created an
equitable classification structure within and between divisions.

=
v

Maintained the percentage of bills paid within 30 days at an average over 98% which exceeded the
Department of Finance’s goal for the State of Minnesota thus reducing interest penalties for late payments
and maintaining a positive relationship with vendors.

7. Prepared financial statements and financial summaries promptly and accurately for the Public Facilities
Authority Water Pollution Control Revolving Fund, the Rural Rehabilitation Revolving Account, the
Agricultural and Economic Development Account, the Opportunities Minnesota, Inc. (OMNI) Program,
the federal single audit reporting requirements and other internal department reporting needs to ensure that
management has an effective method of evaluating fiscal resources available for making sound financial
decisions and to assist in the preparation of the state’s comprehensive annual report.

8. Established and maintained an accounting system as required under the Bond Resolution for the revenue
bond sales of the Public Facilities authority to ensure that all funds are administered, invested and
accounted for to ensure that the bond holders are protected, federal requi ts are maintained and all
other provisions are met.

PROSPECTS/PLAN:

The Administration program is continually searching for ways to provide prompt and quality services to the
people it services while recognizing budget constraints. Personnel, fiscal and office services need to be
provided in an effective and efficient manner in order to maintain the operations of the department. The
Administration program has also made budget reductions and will be challenged to provide the necessary
services.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan for this program. See the following decision page for the
specific recommended changes. In addition, the amount of money the agency reallocated from the BASE for
funding increased salary costs has been budgeted here for later distribution to the programs.
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1992-1993 BIENNIAL BUDGET
{DOLLARS IN THOUSANDS)

AGENCY: TRADE & ECONOMIC DEVELOPMENT
PROGRAM: ADMINISTRATION

FY 1992 FY 1993
Est. Adjusted Agency Governor Adjusted Agency Governor

ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Plan Recomm. Base Pian Recomin.
COMMISSIONERS OFFICE 420 163 170 172 160 160 171 156 156
ADMINISTRATIVE SERVICES 730 811 1,040 923 1,211 1,211 920 1,543 1,543
COMMUNICATIONS OFFICE 763 785 758 762 708 708 761 696 696
TOTAL EXPENDITURES BY ACTIVITY 1,913 1,759 1,968 1,857 2,079 ’2)079 1,852 2,395 2,395
DETAIL BY CATEGORY:
STATE OPERATIONS 1,913 1,759 1,968 1,857 2,079 2,079 1,852 25,395 2,395
TOTAL EXPENDITURES BY CATEGORY 1,913 1,759 1,968 1,857 2,079 2,079 1,852 2,395 2,395
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 1,864 1,707 1,883 1,772 1,99 1,99 1,767 2,310 2,310
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 52 85 85 85 85 85 85 85
FEDERAL 49
TOTAL FINANCING 1,913 1,759 1,968 1,857 2,079 2,079 1,852 2,395 2,395
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ACTIVITY:
PROGRAM: Administration

AGENCY: Trade and Economic Development, Department of

DECISION ITEM: General Fund Reductions

1992-93 Bicnnial Budget

Dollars in Thousands

FY. 1992 FY. 1993 F.Y.1994 F.Y. 1995
AGENCY PLAN:
Expenditures
General Fund
Reduce Administration $ (125) $ (1500 $ (150) $ (150)
Operations
Revenues
General Fund $ $ $ $
GOVERNOR’S RECOMMENDATION:
Expenditures
General Fund $ (125 $ (1500 § (150) $ (150)
Revenucs
General Fund $ $ $ $
Requires statutory change: Yes X No

Statutes Affected:

ITEM SUMMARY:

The Commissioner has consolidated two senior positions in the Commissioner’s Office and other

reductions in the Administration Program.

RATIONALE:

Due to budget constraints, the Commissioner's Office, the Communications Office and the

Administrative Services Unit have made budget reductions.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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Veterans Affairs

Position and Employee Status Information

Position Reconciliation: Employees by Employment Status:
Current Requested
Authority: F.Y. 1991 For 6-30-93 6-30-90
Legislative Complement: : Full-Time Unlimited 38
General Fund 37 35
TOTAL 38
Total Permanent Positions 37 35
TOTAL Positions 37 35
Employees
on 6-30-90 38
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AGE!

Veterans Affairs, Department of 1992-93 Bicnnial Budg

MISSION:

The Minnesota Department of Veterans Affairs (MDVA) is the lead veterans agency in Minnesota.
In cooperation with federal and county governmental units, the department coordinates the delivery
of state and federal veterans benefits to the 500,000 veterans in the state and their more than
760,000 dependents.

The department is the lead state agency for the formulation of veterans policy. The Commissioner’s
office coordinates activities between the commanders of the Congressionally chartered veterans
organizations, the County Veterans Service Officers (CVSOs), the legislature and state and federal
agencies which serve veterans and their dependents. Veterans not aligned with any organization are
provided access to information and assistance through the CVSO system and a series of informational
meectings held across the state.

The department provides advocacy services to the state veterans and their dependents to ensure that
the maximum amount of federal veterans benefits flow into the state. Last fiscal year these benefits
measured in excess of $600 million dollars.

The department is divided into 3 divisions: Veterans Benefits and Services, Claims and Branch
Offices and Administrative Services. These divisions address the following objectives:

@ to coordinate the delivery of state and federal veterans benefits to veterans and their dependents;

@ to ensure that Minnesota's veterans and their dependents receive the maximum amount of federal
veterans benefits;

s lo coordinate planning for the future needs of Minnesota’s veterans and their dependents,
particularly in the areas of health care delivery and income maximization;

m to foster and maintain cooperative working relationships between state, county and federal
agencies which provide veterans benefits and services;

a to cooperate with other state and federal agencies in the referral of clients between agencies, to
ensure that clients receive all rights, benefits and services to which they are entitled;

e to educate Minnesota’s veterans and their dependents regarding the availability of veterans benefits
and services to which they might be entitled;

m to enforce state veterans preference statutes, which are designed to protect veterans employment
rights;

m lo cooperate with the congressionally chartered veterans organizations on legislative issues
important to the veteran community; and

m to provide educational assistance opportunities to war orphans and certain veterans who have
exhausted their federal educational benefits.

MAJOR POLICY DRIVERS:

Minnesota’s veteran population is placing an increasing amount of strain upon an already strained
benefits delivery system. Budget reductions at the federal level have resulted in the reduction of
services to the State’s veterans and dependents, particularly in the area of health care. As
Minnesota’s veteran population continues to age and to mirror the national veteran population, an
ever increasing number of veterans will be competing for access to an ever decreasing supply of
Services.

The department’s claims offices carried an active caseload of more that 126,000 cases Y. 1990.
This caseload increased by 2,000 powers-of-attorney, which resulted in 7,000 separa.....aims for
benefits totaling in excess of $600 million.

The issue of veterans benefits has become increasingly complicated; with the increasing age of
veterans, more veterans will be competing for a fixed or reduced amount of benefits. The recent
creation of the Court of Veterans Appeals (COVA) by Congress has created an entirely new level
of review and appeal for velerans secking benefits. While non-attorneys can argue cases before this
court, federal court procedures will govern all proceedings, which in turn will require that the
department provide increasingly sophisticated educational opportunities 1o veterans and others
involved in the veterans claims process.

While Minnesota’s veterans and their dependents currently receive in excess of $600 million dollars
in direct federal payments, this amount might be improved upon with an increased awareness on the
part of Minnesota’s veterans community. Under-utilization of federal benefits and payments may be
costly, both in terms of real dollars not realized and in terms of demands upon the sysiem for
services which are more appropriately the responsibility of the federal government.

While World War Il veterans are rapidly aging they are placing demands upon the current system
that were not evidenced only a short time ago, particularly in the area of health care needs. More
veterans than ever are forced to choose between maintaining health care coverage and other
necessities. Like many other residents, veterans also find other demands which take priority over
health care insurance. The limited amount of assistance available through the department to assist
with health care costs often times means the difference between maintaining financial stability or
ruin.

In F.Y. 1990 the benefits division processed 1,752 applications for assistance. The average family
size of the applying household was 1.7 members; the average age of the veteran applicant was 51
years. More than 60% of all applications were received from veterans residing outside of the
metropolitan area.

The major driving factor in this program is to temporarily assist the veteran and the veterans
dependents while the veteran is disabled and until the veteran can return to work.

If the prognosis indicates that the veteran will be permanently or long term unemployable due to
physical disability, veterans are assisted with applications for long term benefits, such as social
security disability, veterans pension or other programs.

Demand for assistance with medical care has increased; in F.Y. 1990 expenditures in this area
totalled 28% of benefits expenditures. This appears to bear out studies which indicate that more
Minnesotans are without adequate medical insurance. Indications are that demand will continue to
grow over the next several years. A further reduction in federal outlays for veterans health care,
coupled with restrictions on eligibility, will drive demand higher still.

Agent Orange related issues are of paramount importance to the majority of the 68,000 Minnesotans
who served in Southeast Asia during the Vietnam War. The long-term health effects of exposure
to the defoliant Agent Orange remain hotly contested and disputed; numerous studies of the effects
of this chemical, on the federal level, have done little to allay the fears or answer the questions of
Vietnam veterans. Most recently, the federal government has been sued by major veterans
organizations over its’ decision to terminate a congressionally mandated study on the effects of Agent
Orange.

The agent orange program provides assistance to veterans and their families who are attempting to
come to grips with the issue. Minnesola’s agent orange program continues to be recognized as the
leading program in the nation.

The department provides guardianship services, under court appointment, to veterans through the
guardianship process. This program controls monetary assets of incompetent veterans totalling in
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AGENCY: Veterans Affairs, Department of

1992-93 Biennial Budget
(Continuation)

excess of $2.4 million. Personal and real property under the control of the guardianship program
stands in excess of $300,000. Veterans are under court appointed guardianship to the department
to ensure that their physical well-being is monitored and that their assets are protected.

The veterans preference caseload continues to grow yearly. Petitions from veterans seeking
enforcement of the veterans preference statutes have increased by more than 200% from F.Y. 1989
to F.Y. 1990. The department bears the administrative costs of managing this program, in addition
to the expense of staff time. With the increasing caseload in this area, expenses will continue to
escalate.

The increase in activity in the veterans preference area, both in total number of contacts and the
number of cases, can be attributed to either an increase in the number of actual violations or to an
increased awareness by veterans of their employment rights under state statute.

EXPLLANATION OF BUDGET ISSUES AND ALTERNATIVES:

The department has consistently demonstrated the ability to serve the veterans of Minnesota and
their dependents with reduced resources and increasing obligations. This position is no longer
tenable. Recent BASE level budget reductions have resulted in decreased funding for programs and
positions; increased obligations which were not funded (attorney general fees, sales tax, workers
compensation assessments) further strained the department’s budget. Reductions in staffing levels
have resulted n increased workload levels for remaining staff. In 1989 4 administrative staff
positions in the central office were transferred to the veterans home to meet urgent health care needs
of veteran residents. When the homes were created as a separate entity these positions were left at
the homes.

The department is required to allocate funding for current salary expenses plus a 4.5% increase for
each year of the 1992-93 biennium, within current base level funding. Continued unfunded liabilities
have greatly curtailed the ability of the department to meet unfunded salary increases.

Currently, the department is required to hold positions open in order to meet these unfunded
liabilities. This results in a salary roster which is actually 92% funded. If the department is required
to absorb projected salary increases from current budget levels, the department would have no
alternative but to lay off personnel, which would result in significant service delays, and possible
reductions in federal revenues received in Minnesota.

The requirements of a zero growth budget necessitate that staff positions within the department be
held open. The department proposes to vacate 2 staff positions in the first year of the biennium.
In the second year 2 additional positions will be kept vacant. The positions would be taken from
a combination of the 3 divisions within Veterans’ Affairs.

These additional reductions in staffing will result in a decrease in the training available to County
Veterans Service Officers, and Department of Veterans Affairs staff, who represent veterans and their
dependents in their claims for federal benefits. A subsequent reduction in the amount of federal
dollars received in Minnesota may be experienced along with potential increased demand for state
funded assistance programs.

Branch office reductions will resuit in the elimination of services to veterans and their dependents
in the service area. Referrals for federal medical and benefit services will not be available and will
result in a loss of federal benefits in this'area. An increase in the application for state funded
assistance programs may take place.

Processing of state benefits applications will be delayed. These delays will affect local vendors who
provide services (i.e. food, heating fuel) directly to the veteran. Every attempt will be made to make

payments in a timely fashion and avoid interruption or curtailment of service. Responses to requests
for information from various sources (i.e. veterans, legislators, members of Congress) will be delayed
as a result of staff reductions.

Annual expenditures under the relief program are driven by several factors beyond the control of
the department. Severely cold winter weather drives up the total cost for heating commodities under
the veterans assistance program within the veterans benefits division. Cutbacks in federal funding
of veterans health care have resulted in increased demand for health care assistance under the
benefits program.

The department proposes that any grant-in-aid funds not expended on programs be freed up to meet
other budgetary needs within the department. This would not result in an increased appropriation;
rather it would allow the department to expand scarce allocations effectively to meet the needs of
Minnesota’s veterans and their dependents.

The department must bear the costs associated with preparation and certification of veterans
preference cases, conducting hearings and providing supporting documentation for these cases; yet
this function is not funded separately. In previous years it has been possible to fund these functions
through other programs. Repeated BASE level funding cuts and increases in unfunded, mandated
programs have removed the ability of the department to adequately fund these required programs.

The veterans preference caseload is expanding dramatically. The department can no longer adequately

staff this position part-time, as it is now staffed, nor can the continually increasing expenses of this
operation be funded internally through the re-direction of funds from other programs.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1992-1993 BIENNIAL BUDGET
({DOLLARS IN THOUSANDS)

AGENCY: VETERANS AFFAIRS,DPT OF
PROGRAM: BENEFITS & SERVICES

FY 1992 FY 1993
Est. Adjusted Agency Governor Adjusted Agency Governor

ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Pian Recomn. Base Pian Recomm.
VETERANS BENEFITS 1,275 1,268 1,058 1,048 1,048 1,048 1,048 1,048 1,048
VETERANS SERVICES 1,250 1,587 1,610 1,632 1,632 1,632 1,626 1,626 1,626
DEDICATED ACCOUNTS 1,690 2,000 4,398 2,087 2,087 2,087 2,087 2,087 2,087
TOTAL EXPENDITURES BY ACTIVITY 4,215 %,855 7,066 4,767 4,767 4,767 4,761 4,761 4,761
DETAIL BY CATEGORY:
STATE OPERATIONS 2,144 3,665 5,999 3,700 3,700 3,700 3,69% 3,694 3,694
LOCAL ASSISTANCE 200

AID TO INDIVIDUALS 1,071 1,090 1,067 1,067 1,067 1,067 1,067 1,067 1,067
SRS ECSTSSSESsRS=zEss 1 SEESS SSSSSSISSSSS SSSESSSNESS SsSRmms=oos=m SSSSSZSSSSCST SESSSESSSESE SEDEscSmz=s=s == === =SS S=SSSI=S=ESsSss
TOTAL EXPENDITURES BY CATEGORY 4,215 4,855 7,066 4,767 %>767 %5767 4,761 4,761 4,761
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS: .

GENERAL 2,525 2,855 2,668 2,680 2,680 2,680 2,67% 2,674 2,674
STATUTORY APPROPRIATIONS:

AGENCY 1,690 2,000 4,087 2,087 2,087 2,087 2,087 2,087 2,087
GIFTS AND DEPOSITS : 311

S CSICSCOoSSSCoECORSSSSSToSTSSSSSSIRESSR SSESSSSSCoOSS ZSSSSESdgEDZ SDSsZ=s=s==s= SESESSSSSSES SETESSSSESES SomoToE=Z==cm= EESSSSSSZSSS SSSTSSISSEZSID SSZ==zaEsSsE=Es
TOTAL FINANCING 4,215 4,855 7,066 4,767 6,767 4,767 6,761 G,761 4,761
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BASE RECONCILIATION REPORT
for 1992-1993 Biennium

AGENCY: VETERANS AFFAIRS,DPT OF

ALL FUNDS GENERAL FUND OTHER STATE FUNDS FEDERAL FUNDS
F.Y.92 F.Y.93 F.Y.92 F.Y.93 F.Y.92 F.Y.93 F.Y.92 F.Y.93
F.Y.91 FUNDING LEVEL 7,066 7,066 2,668 2,668 4,398 4,398
ONE-TIME APPROPRIATIONS <10> <10> <10> <10>
LEG-DIRECTED ADJUSTMENTS 1 1
SALARY ANNUALIZATION 22 15 22 15
DEDICATED RECEIPTS AND FUNDS <2,311> <2,311> <2,311> <2,311>
TOTAL 6,767 6,761 2,680 2,674 2,087 2,087
BIENNIAL TOTAL 9,528 5,354 4,174
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ACIT._ : 1992-93 Bicnnial Budge

PROGRAM:
AGENCY: Veterans Affairs, Department of

DECISION I1IT:M:  Financing Inflationary Costs - Informational

Dollars in Thousands
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995

AGENCY PLAN:

Ixpenditures
General Fund-Inflation $ 65 $ 131 % 131 § 131
Reduction $ 65y $ (131) $ (131 § (131
. $ 0- 3 -0- $ -0- $ -0-
Revenucs
General Fund $ NI 0- § 0- $ -0-
Requires statutory change: Yes X No

Statutes Affected:

I'TEM SUMMARY:

Following the Biennial Budget insiructions, salary projections assumed a 4.5% across the board
increase for all employees. Salary costs were fuily funded, assuming no vacancies. Other costs were
not inflated.

RATIONALLL:

The department will eliminate 2 positions in the first year of the biennium. In the second year, 2
additional positions will be held vacant. These reductions will have the following impacts:

a Training for county and department staff will be reduced, thereby possibly reducing federal
benefits received by veteran clients.

m DBranch office referrals for medical aid benefits will not be available, with a possible resulting loss
of benefits.

a Processing of state benefit applications will be delayed, possibly interrupting or curtailing some
services.

m Responses 1o requests for information from veterans and legislators may be delayed.

The department proposes, in order to minimize service reductions, that it be given authority to
transfer any unexpended grani-in-aid funds to other activities within the department.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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WORKERS'’' COMPENSATION COURT OF APPEALS

Position and Employee Status Information

Position Reconciliation: Employees by Employment Status:
Current  Requested
Authority FY 91 For 6/30/93 6/30/90
Legislative Complement: Full-Time Unlimited 19
Workers’ Comp. Part-Time Unlimited 4
Special Fund 22.0 22.0
TOTAL 23
Total Perm. Positions 22.0 - 22.0
TOTAL Positions 22.0 22.0
Employees on 6/30/90 23
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AGENCY: Workers’ Compensation Court of Appeals 199293 Biennial Budget

MISSION:

The Workers’ Compensation Court of Appeals has been established by the legislature as the exclusive
statewide authority to decide all questions of law and fact in workers’ compensation disputes within
the court’s appellate jurisdiction as provided by M.S. Chap 175A and 176.

Decisions are written to inform the court’s clientele of the basis of the decisions and to create a
body of law pertaining to these workers’ compensation issues. The court’s principal objective is to
deliver its services as expeditiously as possible while maintaining the integrity and expertise of the
judicial decision-making function.

The Court consists of five judges appointed by the Governor and confirmed by the state Senate. The
Governor designates a Chief Judge from among the judges, who has responsibility for the
administration of the court. The court performs an appellate function reviewing decisions of the
Workers’ Compensation Division of the Department of Labor and Industry and the Office of
Administrative Hearings. The judges review the evidentiary record created by the initial decision-
making body; preside over oral arguments; conduct necessary legal research; decide the issues; and
issue appropriate written orders, decisions and memoranda. Decisions of this court are appealable
directly to the Supreme Court.

Clients served by the above-stated operational procedures are injured workers, employers, insurance
companies, attorneys, medical and rehabilitation providers, the Minnesota Supreme Court,
Department of Labor and Industry, and the Office of Administrative Hearings.

MAJOR POLICY DRIVERS:

The primary factors influencing program policy and service delivery continue to be the number of
work-related injuries sustained by Minnesota employees and the extent of litigation in such matters.
Related factors include safety at the workplace, new legislative and administrative enactments,
increasing insurance and medical costs, economic conditions, etc.

EXPLLANATION OF BUDGET ISSUES AND ALTERNATIVES:

The significant increase in caseload during recent years requires adequate funding for the Workers’
Compensation Court of Appeals to accomplish its statutory mission and objectives. The court is
requesting the "same" level funding for the 1992-93 biennium.

PERFORMANCE INDICATORS

The court’s objective is to increase the number of matters resolved while maintaining the quality of
the services performed as indicated by the rate of affirmance from the Minnesota Supreme Court.

Actual Actual Estimate Request Request
FY. 1989 F.Y. 1990 FY.1991 F.Y. 1992 FE.Y. 1993
Total incoming matters for 602 582 611 642 674
resolution :
Total matters resolved 579 656 685 716 748
Alfirmed by Supreme Court  79% ' 87% 90% 90% 90%

GOVERNOR'’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1992-1993 B I EN N IAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: WORKERS COMP CRT APP
PROGRAM: MORKERS COMPENSATION COURT OF APPE

FYy 1992 FY 1993

Est: Adsus;;d Agency-—- Gouer;;; Adjusted Agenc;_— Governor
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Pian Recomm. Base Pian Recomn.
WORKERS COMPENSATION COURT OF APPE 784 1,072 1,183 1,229 1,284 1,284 1,255 1,363 1,363
TOTAL EXPENDITURES BY ACTIVITY 786 Loz 1188 1,229 1,288 Laes 1,255 13es 1,363
DETAIL BY CATEGORY:
STATE OPERATIONS 1,255 1,363 1,363
;B;RE—E;;E&BITURES BY CATEGORY 784 1,072 1,183 1,229 1,284 1,284 T 1,255 1,3;; ------ ;:;g;
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
WORKERS COMP SPECIAL 784 1,072 1,183 1,229 1,284 1,284 1,258 1,363 1,363
STATUTORY APPROPRIATIONS:
;5;;[’;iﬁ;ﬁgine ---------- 7;; o 1,072 o 1,183 -_T-—_1,229 1,284 o 1,284 1,255 1,3;; ------ ;:;;;
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BASE RECONCILIATION REPORT
for 1992-1993 Biennium

AGENCY: WORKERS COMP CRT APP

ALL FUNDS GENERAL FUND OTHER STATE FUNDS FEDERAL FUNDS

F.Y.92 F.Y.93 F.Y.92 F.Y.93 F.Y.92 F.Y.93 F.Y.92 F.Y.93
F.Y.91 FUNDING LEVEL 1,183 1,183 1,183 1,183
SALARY ANNUALIZATION 20 23 20 23
DOCUMENTED RENT/LEASE INCR. 12 G2 12 42
BASE TECHNICAL ADJUSTMENTS 14 7 14 7
TOTAL 1,229 1,255 1,229 1,255
BIENNIAL TOTAL . 2,484 2,484
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ACIT ‘ 1992-93 Biconial Budg RATIONALE:
PROG. __I: Agency-wide )

AGENCY: Workers’ Compensation Court of Appeals The proposed increase breaks out as follows:
DECISION ITEM: Salary and other cost increases F.Y. 1992 E.Y. 1993
Operations (Supplies, communications) $ 3§ 7
Dollars in Thousands Conversion of annual leave 10 '
FY. 1992 FY. 1993 FY. 1994 FE.Y.1995 deferred compensation 5 5
Salaries - bargained and mandated increases 47 96
AGENCY PLAN: . Total 3 55 108
Expenditures
General Fund $ 0 3 0 $ 0 3 0 These funds are requested from the Workers’ Compensation Special Fund. No General Fund money
is included in this request. The proposal conforms to Department of Finance instructions regarding
Workers Comp Special Fund $ 55 § 108 § 108 § 108 salary and inflation costs, where they can be funded by new revenue.
GOVERNOR’S RECOMMENDATION:
Revenues
General Fund $ 0 3 0 3 0 3 0 The Governor concurs with the agency’s plan.
Workers Comp Special Fund $ 55 $ 108 $ 108 § 108

GOVERNOR’S RECOMMENDATION:

Expenditures
General Fund $ 0 3 0o s 0 3 0
Workers Comp Special Fund $ 55 $ 108 § 108 § 108
Revenues
General Fund $ 0 3 0o 3 [N 0
Workers Comp Special Fund $ 5 % 108 §$ 108 § 108
Requires statutory change: Yes X No

Statutes Affected:

I'TEM SUMMARY:
The proposal is for an increase of $55,000 in F.Y. 1992 and $108,000 in F.Y. 1993, 10 cover

increased salary costs, including conversion of annual leave to deferred compensation, and supplies
and expense inflation.
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AGENCY: Commission on Reform and Efficiency (CORE) 1992-93 Biennial Budget

MISSION:

The Governor proposes to create a 2-year public/private sector commission to identify immediate cost
savings in state government and to recommend long-term actions for improving state government
efficiency and effectiveness. The title of this organization will be the Commission on Reform and
Efficiency (CORE).

CORE will undertake 3 major tasks:

1. Develop recommendations for changes to state government operations that will generate
immediate savings (within the 1992-93 biennium).

2. Propose investments in new systems and technology to improve state management and produce
long-term savings.

3. Develop a restructuring plan for state government to streamline service delivery and reduce costs
of operation.

GOVERNOR’S RECOMMENDATION:

The Governor recommends funding for the commission through direct General Fund appropriations
and through matching contributions from private sources. Contributions will be made to and
expended from the State Gift Fund. The appropriations will be to the Commissioner of
Administration for the purposes of funding the activities of the commission.

CORE.AGY
2-15-91 8:49am jms
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DATE: 5791 08:30:57.
AGENCY: CORE COMMISSION
PROGRAM: CORE COMMISSION

ACTIVITY RESOURCE ALLOCATION:

CORE COMMISSION

TOTAL EXPENDITURES BY ACTIVITY

DETAIL BY CATEGORY:

TOTAL EXPENDITURES BY CATEGORY

SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:
GENERAL

STATUTORY APPROPRIATIONS:
GIFTS AND DEPOSITS

TOTAL FINANCING

PAGE: 02
1992-31993 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)
FY 1992 FY 1993

Est. Adsusted Agency Governor Adjusted Agency Gavernor
FY 1989 FY 1990 FY 1991 - Base Plan Recomn. Base Plan Recomm.
ST ZSSSISSIESET oSSRz Ss=s= - = S=== = S===S=Z=z===== S==== == = EEZSE=S===3
2,000 <11,000>
- SESSESSEEIIT SEESEmssS=m=sS —_———= S === = =5 EESSESEEsE=EsS = SSSss====a
2,000 <11,000>
2,000 <11,000>
SSSISSSSSSS ZDzSss==xes STSSSSSSSSRSS SZDEsSs=EsEs =ES S==sSs=s==czs=s
2,000 <11,000>
1,000 <11,000>

1,000
ESESSSSSSES SSSENSSSSExS ==sssS=ss=== 3 = SZSSszs=Szsan
2,000 <11,000>
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ACTIVITY: Reform/Efficiency Commission
PROGRAM: Management Analysis
AGENCY: Administration, Department of

199293 Biennial Budget

DECISION ITEM: Fund a 2-Year Commission to Examine State

Operations
Dollars in Thousands
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995
AGENCY PLAN:
itures
General Fund $ 1000 § (11,000) $ (10,0000 $ (10,000)
Gift Fund $ 1000 §$ $ $
Revenues
Gifts Fund $ 1,000 § $ $
GOVERNOR’S RECOMMENDATION:
Expenditures
General Fund $§ 1000 § (11,000) $ (10,000) § (10,000)
Gift Fund $ 1,000 $ $ $
Revenues
Gift Fund $ 1000 § $ $
Requires statutory change: Yes X No
Statutes Affected:
ITEM SUMMARY:

The Governor proposes to create a 2-year public/private sector commission to identify immediate cost
savings in state government and to recommend long-term actions for improving state government
efficiency and effectiveness. It will be titled: The Commission on Reform and Efficiency
(CORE).

BACKGROUND:
The commission will undertake 3 major tasks:

1. Recommend changes in current state government operations that will produce immediate savings
and improved accountability.

Teams of representatives of business and government will identify areas for reducing operating
costs within and across agencies. The commission’s goal is to generate $11 million of savings
during the 1991-93 biennium. If this goal is not met, the Commissioner of Finance would, at
the Governor's direction, unallot from agency budgets to meet the goal, possibly imposing across-
the-board cuts.

2. Recommend investments in new systems and technology to improve state government
management and operations and produce long-term savings. Examples include improved cost
accounting and improved performance management systems.

3. Recommend alternative strategies for delivering government services, a major restructuring of
*-.state governiment, to streamline service delivery, reduce costs and improve accountability.

RS AR
i

The scope of the commission’s activities will include the following:

m Examine state government services to determine if they meet current needs; are redundant,
competitive, or contradictory; and are delivered cost effectively. The commission will examine
whether services would best be delivered by state government, local governments, or the private
for-profit and not-for-profit sectors.

® Oversee an analysis of state government, evaluation of key programs, development of strategic
plans for state services, a reorganization plan for streamlined delivery, and redesign and
reengineering of management and operational systems.

® The commission will be comprised of representatives of state government, local government,
business, and labor. It will be staffed by the Department of Administration. Other agencies will
assign stalf to work with the Department of Administration.

u The commission will work in 7 functional committees: health and human services, environment
and natural resources, general government, education, economic development and infrastructure,
criminal justice, and business regulation and enforcement. It will involve employees of affected
agencies in all phases of its work to ensure successful implementation.

RATIONALE:

For 6 years during the 1980's Minnesota ranked 3rd in total government spending. Spending grew
at rates 35% higher than personal income, 42% higher than the gross state product, and 57% higher
than inflation.

Current delivery systems for most government programs are complex, cumbersome; and fragmented,
often imposing multiple, and at times conflicting, requirements on service providers and citizens.
Managers and line workers are held accountable for meeting bureaucratic requirements rather than
meeting the service needs of citizens.

Minnesota must manage its limited resources wisely by examining costs and redesigning services to
better meet the needs of its citizens, by continuing to adopt modern management practices, and by
utilizing current technology to enhance quality and efficiency.

The state faces a long-term structural imbalance between revenues and expenditures. A partnership
between government, business, and labor will provide the necessary perspective and expertise for a
fundamental reshaping of Minnesota’s public services.

GOVERNOR'’S RECOMMENDATION:

The Governor recommends a General Fund appropriation of $1,000,000 to the Commissioner of
Administration to be used to fund the activities of the commission. This appropriation must be
matched by private contributions on a one-to-one basis, with these funds being collected and spent
from the State Expendable Trust Gift Fund. The commission will make recommendations to produce
savings of at least $11,000,000 in the 1992-93 biennium. If the goal is not reached, the Governor
will direct the Commissioner of Finance to unallot from agency budgets the balance required to meet
this goal.

CORE.O1
2-15-91 8:47am jms
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ACL.
PROGKRAM:
AGENCY: Finance Non-Operating

DECISION' ITEM: State Fund Mutual Insurance Company Loan
R “ 7" Repayment :

Dollars in Thousands

F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995
GOVERNOR’S RECOMMENDATION:
Expenditures
General Fund $ 0- $ 0 $ 6 $ -0-
Revenues
General Fund $ 5444 § (600) § (600) $ (600)
Requires statutory change: X Yes No

Statuies Affecied: M.S. 176A.11

ITEM SUMMARY:

The State Mutual Fund Insurance Company owes the State of Minnesota $6,044,000 on a loan that
was made to them in the 1980’s. The November 1990 forecast assumed principal and interest
payments on this loan of $600,000 annually. The above amounts represent full repayment of the
loan in F.Y. 1992 as follows:

F.Y. 1992
Total amount owed on loan $ 6,044,000
Less F.Y. 1992 P & 1 payments (600,000)
Net change to General Fund $5,444,000

RATIONALE:

In 1983, the Legislature created the State Fund Mutual Insurance Company, a nonprofit indepen-
dent public corporation, as part of the workers’ compensation rate deregulation legislation. The
purpose of the fund was to compete with privale insurers, 10 gauge whether rates charged by
private insurers were reasonable to cover losses, and to assure that workers’ compensation insur-
ance would be available.

The company secured a loan from the general fund so that it could begin business and compete
with companies in the private sector. The terms of the state loan are very favorable to the com-
pany. The interest rate is eight percent annually, and the scheduled principal repayments can be
deferred solely at the discretion of the company.

The president of the State Mutual Fund believes that the company has accomplished its original
goals, and that there is no reason to continue it as a public entity. He has proposed to change the
legal status from a non-profit public entity, controlled by the state, to a fully private insurance
company. If approved, the company proposes to accelerate the loan repayment, with the option to
completely repay the loan at any time. However, the company claims that private lenders will not
commit to making a loan to them until the composition of the board of directors is changed to
remove control from the state government.

1992-93 Biennial Budg

GOVERNOR’S RECOMMENDATION:

The Governor recommends that the law be amended 10 recreate the company as a private legal
entity. However, it is recommended that any change in the legal status of the company be condi-
tioned upon first repaying the state loan in full.
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